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IQ.  (U)  On  January  24,  PM  Surayud  addressed  a lunch  meeting 
attended  by  more  than  700  members  of  the  Joint  Foreign 
Chambers  of  Commerce  in  Thailand.  The  PM's  address  was 
intended  to  rebut  the  increasingly  widely  held  view  the 
military-appointed  interim  government  is  more  cautious  toward 
foreign  investment.  The  PM  provided  an  overview  of  the 
political  and  economic  environment,  with  his  main  points 
being  1)  his  government  will  get  tough  on  the  remnants  of  the 
Thaksin  regime  "although  no  one  should  underestimate  the 
great  challenges  we  face"  and,  2)  recent  economic  polices, 
especially  the  proposed  Foreign  Business  Act  (FBA) 
amendments,  should  in  no  way  be  construed  as  indicating 
foreign  investment  is  unwelcome  but  rather  are  to  "create  a 
more  level  playing  field"  and  greater  transparency  and 
certainty  for  foreign  investors.  "We  do  not  want  to  kill  the 
goose  that  lays  the  golden  egg,"  the  PM  concluded. 

112.  (SBU)  Accompanying  the  PM  were  the  key  economic  members  of 
his  cabinet,  including  the  ministers  for  finance,  commerce, 
transport,  industry,  and  foreign  affairs.  In  responding  to  a 
question  (one  of  two  permitted  by  time  constraints).  Minister 
of  Commerce  Krik-Krai  noted  that  the  primary  reason  for  the 
changes  to  the  FBA  (in  contrast  to  what  the  PM  had  just 
indicated)  was  the  political  imperative  caused  by  the 
Shin-Temasek  transaction.  The  proposed  changes  will 
definitively  outlaw  so-called  nominee  company  structures; 
such  a structure  was  used  in  the  Temasek  deal  which,  as 
Krik-Krai  noted  by  way  of  underlining  the  urgency  of  the 
issue,  "led  to  the  fall  of  the  previous  government."  He  also 
said  that  the  proposed  amendments  would  create  more 
transparency,  that  Thailand  was  as  open  to  foreign  investment 
as  ever,  and  that  Thailand's  actions  were  compatible  with  its 
WTO  obligations  under  GATS.  Krik-Krai  then  added  that  if 
others  (such  as  the  EU)  had  reservations  on  the  WTO  legality 
issue,  the  Thai  government  was  prepared  to  "listen  and 
negotiate . " 

T_3 . (SBU)  Comment:  The  charm  offensive  by  the  government  to 
offset  the  negative  reaction  among  foreign  investors  to  the 
triple  whammy  of  imposition  of  capital  controls,  the  issuance 
of  a compulsory  license  on  a pharmaceutical,  and  the  FBA 
changes  was  welcomed  by  the  large  audience.  In  particular. 


the  audience  was  cheered  by  Krik-Krai ' s willingness  to 
negotiate  the  proposed  provisions  of  the  FBA  within  the  WTO 
context.  Overall,  however,  the  atmosphere  here  remains 
clouded  by  uncertainty  and  the  perception  that  country  risk 
has  increased  for  Thailand.  The  Thai  Government  has  dug 
itself  into  a big  hole,  and  it  will  take  a sustained  effort, 
backed  by  tangible  measures,  to  climb  out  of  it.  At  one 
point,  Krik-Krai  joked  that  he  may  have  to  spend  the  rest  of 
his  term  as  minister  explaining  the  FBA.  He  may  be  right. 
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